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Pursuant to the Administrative Law Judge’s direction given at the close of the 

evidentiary hearings, the City of Surprise (“Surprise” or “the City”) hereby submits its 

Opening Post-Hearing Brief. 

1. INTRODUCTION 

By means of its application for an extension of its certificate of convenience and 

necessity (“CC&N”), the West End Water Company (“West E n d  or “the Company”) 

seeks to provide water services to all parts of the proposed Walden Ranch 

Development (“Walden Ranch” or “Development”). The City intervened in this matter to 

articulate and urge enforcement of the City of Surprise’s policy opposing the expansion 

of all private water companies in its General Planning Area (“GPA). The Walden 

Ranch Development is within the City’s GPA. 

It is important to note at the outset that, whether this land is ultimately served by 

the City of Surprise or by West End, the facilities to be built will be funded and 

constructed wholly by the project developer. The property that is the subject of this 

CC&N extension application is vacant, undeveloped, and uninhabited. West End 

argues that the proper course is to use the developer’s funds to transform a tiny water 

company into a small water company in order to have a single provider for all of Walden 

Ranch.’ This would require West End to expand from a 200-customer water company 

(with past fiscal compliance issues and virtually no growth in 40 years) into a 1,500- 

customer company, at the expense of rate payers. 

’ Interestingly, when asked if it was aware that Walden Ranch could be required 
to receive water service from two providers instead of just one and if that might pose a 
problem, the developer testified that he was fully aware of this possibility and found it 
entirely acceptable to have service from two different providers. (See September 
Transcript (“Sept. Tr.”) 88: 14-25.) 
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The City of Surprise disagrees with this ultimately short-sighted approach. 

Residents living within the City of Surprise General Planning Area will ultimately be 

better served by a municipal provider that is able to deliver integrated water and sewer 

services. Evidence presented at the hearing confirms that integrated municipal services 

are more affordable, higher in quality, and accompanied by higher standards and 

greater protections than private water delivery services. That Walden Ranch, ultimately, 

might be serviced in part by West End and in part by the City should not be the crucial 

factor in the Commission’s analysis. This arrangement is not only acceptable to the 

developer, but also in the best interest of the water customers who will receive 

municipal services. The City is already annexing and serving developments near and 

beyond Walden Ranch, and it is only a matter of time before it provides water and 

sewer service to the entire area. The City should be permitted to implement its long- 

term, ratified plan to provide water services on this parcel, consistent with the ultimate 

obligation it has to provide all type of municipal services to this development including 

sewer, road infrastructure, police, and fire services. 

II.  STAKEHOLDERS IN THIS DISPUTE 

A. 

Surprise, like many other Arizona communities, is experiencing explosive growth. 

Surprise, its General Plan, and Water Services Department 

Between 2000 and today, its population swelled from roughly thirty thousand to over 

one hundred thousand. (May 2006 Transcript (“May Tr.”) 65:25-66:lO.) Along with this 

population growth, the City increased in size via the annexation of land located within its 

GPA. (See, e.g., May Tr. 66:ll-21 (discussing annexation projects within the Surprise 

GPA); Exhibit (“Ex.”) COS-9 (map illustrating ongoing annexation projects).) 



The City’s Water Services Department administers and oversees all water and 

sewer planning and operations for the City of Surprise. (May Tr. 190:15-17.) As would 

be expected, during the recent fast-paced growth, the City’s Water Services Department 

customer base underwent rapid expansion, with its water customers increasing from 

2,465 in year 2000 to 12,670 in the year 2006. (Ex. COS-1 3; May Tr. 191 :20-192:23.) 

This recent growth established unequivocally that the Surprise Water Services 

Department can successfully manage the pressures created by periods of significant 

growth. This experience shows that the City would have no difficulty adding 1,500 

additional Walden Ranch customers to its 12,670 (plus) customer base. (May Tr. 

19317-21 .) 

To provide water and sewer services to thousands of Surprise citizens, the City 

relies on a sizable staff. (Ex. COS-1 2; May Tr. 241 :20-242:2.) Customers are provided 

a myriad of services by the City, including 24-hour customer service, online information 

at water and wastewater websites, automatic bill payment options, prepaid billing 

options, and conveniently located payment drop boxes at multiple locations throughout 

the City. (Ex. COS-12.; May Tr. 191 5-19.) 

While traditionally the City only provided water and sewer services within its 

corporate limits, more recently, the City has agreed to provide these services to areas 

within its GPA, but outside the current corporate limits. (May Tr. 194:ll-195:l; May Tr. 

73:24-74:15.) Consequently, the City is ready, willing, and able to provide integrated 

water and sewer services to Walden Ranch, regardless of its annexation status. ( h i ;  

Ex. COS-1 6 at p. 4-5.) Further, no one disputes that the City can provide these 

integrated services as rapidly as West End (and West End will be providing only water 
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service).2 (May Tr. 1932-1 3; May Tr. 267:18-268:2; see also September Transcript 

(“Sept. Tr.”) at 88:l-3 (developer testifying that it is comfortable that City and West End 

can provide services).) As Staff expert witness, Ms. Hains, testified, the timeframe for 

engineering and building the water system would be the same whether West End or the 

City of Surprise is the service provider because the developer will be funding and 

constructing the necessary infrastructure. (May Tr. 199:16-200:6; May Tr. 26522- 

266:17; May Tr. 267:18-268:2; see also May Tr. 47:22-48:3 (noting that both West End 

and the City would need to build new plant and infrastructure to service Walden Ranch); 

Sept. Tr. at 88:20 (developer testifying that it has already spent at least one million 

dollars on building water services plant and infrastructure).) 

The City’s move toward providing integrated water and sewer services 

throughout its GPA is consistent with the Surprise General Plan (“General Plan”). (See 

Ex. COS-10 at p.123-24.) The General Plan was adopted, and later ratified by public 

vote, after being developed in coordination with state agencies and other experts in city 

planning matters. (See generally May Tr. 756-76:12.) These experts concluded that to 

prevent “negatively impact[ing] the supply and quality of the city’s water resources,” the 

City should provide “all future water service in areas that are not currently covered by an 

existing water franchise.” (Ex. COS-1 0 at p.123-124.) The General Plan explains that 

to ensure both adequate supply and high quality water service for all future citizens of 

The City of Surprise has been designated the sewer provider for all future 
development within its GPA. (See, e.g., COS-16 at p. 5.) Surprise was so designated 
in 2002 pursuant to the MAG 208 Water Quality Management Plan planning process, 
which followed the recommendation contained in the City’s General Plan. This 
designation was sought by the City of Surprise to safeguard against the havoc created 
by unplanned development and multiple providers. (See May Tr. 214:2-17.) The 
propriety of the MAG designation, or the process that led to the designation, is not at 
issue in this proceeding. 
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Surprise, “[ilt is the city’s intent to not allow additional water service franchises into the 

planning area.” (M. at p. 124.) 

B. Walden Ranch 

Walden Ranch is within the City’s GPA, approximately a mile and a half from the 

current City boundary. Presently, the Walden Ranch property is uninhabited and it is 

anticipated that there will be no water service customers for at least two to three more 

years. (May Tr. 46:2-6.) During this same two to three year period, significant 

annexation will occur within the City of Surprise GPA. (See COS-9 (Annexation Map); 

May Tr. 67:16-70:13.) While at the present time Surprise cannot provide a specific date 

for the annexation of Walden Ranch, this is not because annexation is not anticipated, 

rather, it is because annexation sequences are difficult to predict. The City fully expects 

to annex this area. (May Tr. 70:21-72:23; Sept. Tr. 79:3-14 (developer noting that both 

the developer and the City “anticipate[] that annexation will occur”).) 

Indeed, Walden Ranch has been in communication with the City for some time 

about the possible annexation of the Development. (May Tr. 205:2-208:16; Sept. Tr. 

79:3-14; Ex. COS-1 5.) During this same period the property in question has been the 

subject of a sale agreement. In July 2005, an agreement was executed for sale of 

Walden Ranch (by Walden Farms, LLC) to Woodside Walden, LLC (“Woodside 

Homes”). (May Tr. 202:8-203:14; May Tr. 2320-26:l; Sept. Tr. 20:12-19; Sept. Tr. 

62:24-63:3; Ex. COS-2.) The sale is set to take place in three stages, with the final 

stage transferring the property at issue in this dispute to Woodside homes. Just prior to 

the May hearing in this matter, the City learned that Woodside Homes, like the prior 

Walden Ranch developer, desired annexation of Walden Ranch as soon as possible. 
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(May Tr. 2052-1 0; see generally Ex. COS-1 5.) The City also learned that Woodside 

Homes, as of May 2006, had not requested water service from a private water company 

for the portion of the Development at issue in this Application. (May Tr. 204:20-2051.) 

On July 14, 2006, Woodside Homes formally requested water and sewer services from 

the City. (Ex. COS-20; see Sept. Tr. 76:12-14 (Woodside Homes testifying that it “has 

requested water services from the City”); Sept. Tr. 94520.) In contrast, despite being 

asked in late July 2006 by West End “for a letter of support for [West End’s extension 

request],” Woodside Homes chose not to request services from West End. (See Sept. 

Tr. 84:25-85:lO and 86:4-11.) 

On July 17, 2006, the City responded to Woodside Homes’ formal request, 

agreeing “to be the water provider for this property and . . . provide water service to the 

project once all City requirements and obligations have been satisfied.” (Ex. COS-21 ; 

see Sept. Tr. 101 :13-102:lO.) On August 30,2006, at the request of Woodside Homes, 

the former owner of Walden Ranch withdrew its March 3,2005 request for water service 

from West End. (Ex. COS-22; see Sept. Tr. 28:19-29:14, 37:3-10.) When questioned 

why water services for Walden Ranch were originally requested from West End, not the 

City, the former owner explained that two years ago “the City of Surprise was not in the 

picture” as a possible water provider, so it was never an issue of preferring West End 

over Surprise. (Sept. Tr. 44:21-45:l; see Sept. Tr. 38:24-39:4 (stating that back in 

March of 2005 the developer was not aware that Surprise could provide water services 

to Walden Ranch).) However, significant developments have occurred since March 

2005, with the rapid growth and development of Surprise, as well as recent changes in 

Surprise policy now allowing for City services to be provided to the GPA prior to 
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annexation. (See generally May Tr. 73:12-74:15.) Today, the developer understands 

that the City can provide quality water service to Walden Ranch. (See generally Sept. 

Tr. 78:18-21.) Further, the City and developer are happy to work together to have the 

City do just that. (See generally Sept. Tr. 87:24-88:3.) 

C. West End Water Company 

West End is a “small water system serving a rural population” that serves 215 

customers. (Exhibit A-4, p.5; May Tr. 160:24-261:2; May Tr. 161 :18-25; see also May 

Tr. 40:24-41:8 (comparing Surprise and West End).) Should West End serve Walden 

Ranch, it can expect an increase of around 1,500 residential customers, in addition to 

new commercial customers. (May Tr. 41 :9-11.) Unlike Surprise, West End has never 

experienced this sort of rapid growth. (May Tr. 41 :12-22.) 

Further, unlike Surprise, West End’s water system has struggled over the years 

to serve the customers it already has. In a letter to the Maricopa County Planning and 

Development Department asking that West End not be allowed to provide water 

services to Walden Ranch, one long-term West End customer offered the following 

assessment: 

I also object to the use of West End Water Company for [the Walden 
Ranch] water source. Only last year the state upgraded the well for 
Mr. Campbell, when they had to move the well to widen the road, and our 
water pressure is normal. We have always had bad water pressure and 
times of no water at all. I don’t believe the system is able to handle the 
adding of this many homes. After 25 years of bad water pressure and 
sometimes no water at all, I do not want to go back to that. It is a sad day 
when there isn’t enough pressure to pump water up to the cooler in the 
summer. 

(Ex. A-1 6 at March 9, 2004 letter from Christine Florendo to Ms. Averitt.) 



Presently, West End maintains two separate water systems, both operating 

without b a ~ k u p . ~  (May Tr. 256:8-25.) The existing Wheat system has one well capable 

of producing 25 gpm and serves 14 customers. This well will be abandoned if the 

developer funded facilities are constructed. (May Tr. 163:17-24). The other system is 

the Wittman system, which has a well capable of producing water at a rate of 250 gpm. 

If the developer proceeds with constructing a water system, the existing Wittman well 

will be incorporated into the proposed new system and connected to a second well with 

325 gpm capacity. This combined Wittman system will then be connected to the much 

larger Walden Ranch Booster Station constructed by the developer, which will have firm 

well capacity of 2040 gpm. (Ex. A-4, p.12.) Total capacity of the new system will be 

2,635 gpm, nearly ten times the capacity of the current West End water system (275 

gpm). This apparent complete rebuilding of the West End Water Company facilities was 

confirmed by Mr. Jones who testified that once the Walden Ranch development is 

complete, 85 -90% of the infrastructure belonging to West End will have been 

constructed by the developer, or put differently, only 10-1 5% of the infrastructure will 

have been funded and constructed by the West End Water Company. 

In recent years, West End’s systems experienced abnormally high water loss, 

including a loss as high as 19%, and an ongoing loss rate of 16%. (May Tr. 270:20- 

271 :8; May Tr. 257:25-258:24 (discussing Staffs concerns about water loss and West 

End’s failure to yet adequately address them).) Further, the existing West End Water 

system does not comply with the 2003 International Fire Code, adopted for all new 

Consistent with Surprise’s General Plan, Surprise’s water system operates with 
backup, thereby ensuring continuous pressurized service during heavy demand and 
emergency conditions. (See, e.g., COS-1 0 at p. 123-24.) 
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developments by the City of Surprise. (May Tr. 268:3-8; Ex. A-4, p.6.) Today, West 

End’s system is inadequate to serve new development planned within its existing CC&N 

area. (See May Tr. 48525.) 

West End maintains minimal cash reserves. As of the date of its application, it 

possessed only $564.12 in cash. (Ex. A-1 .) West End’s Manager, who is responsible 

for day-to-day operations (Ex. A-7), when asked, could not provide any details about 

what cash resources West End would access if it needed to fund improvements, 

whether emergency or routine, to its facilities. (May Tr. 50:23-51:ll.) West End’s 

limited financial resources may be explained by its having “had negative earnings every 

year for quite some time.” (Ex. COS-1 .) 

Recently, West End filed a rate application with the Commission seeking a 

69.16% increase in total revenues4 ( h i )  This application, which does not include costs 

associated with serving Walden Ranch and contemplates “slow customer growth, only 

expecting to add 5 or 6 customers per year in the next two years,” seeks significant rate 

increases. (Id.) These increased rates would apply to ratepayers in the requested 

extension area, should West End be authorized to serve the area. (May Tr. 29:12-25; 

see also May Tr. 45-1 3-46:i 7 (discussing the considerable discrepancy between West 

End’s customer growth estimates in this CC&N request and its rate application).) 

While West End has no prior experience working with private developers to 

provide water services to large new developments, over the past five years two 

developer complaints were filed at the Commission against its sister company, Sunrise 

Water Company (“Sunrise”). (See Exs. COS-4 and COS-7.) In the first of these 

In contrast, Surprise is not planning for any rate increases in the immediate 
future. 
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complaints, Sunrise (which shares the same owner, manager, and staff as West End) 

was found to have made inappropriate use of certain developer funds, and then was 

ordered by the Commission to refund that developer over $1 50,000. (See Exs. COS-4 

and COS-5; May Tr. 94:lO-9514.) Later, as part of a settlement agreement, Sunrise 

actually refunded to the developer $1 05,000. (See Ex. COS-6; May Tr. 96:9-25.) The 

second developer complaint, which contained new allegations of fund misuse, settled 

after Staff issued a report expressing concern that funds may have been mishandled 

and recommending that Sunrise be required to demonstrate that it had properly handled 

developer funds. (See Exhibit COS-7 and COS-8; May Tr. 98:23-103:15.) 

111. THE COMMISSION SHOULD DENY WEST END’S APPLICATION 

This case presents a unique circumstance that is completely unlike a dispute 

between two private water companies vying to serve the same property. As a 

municipality, the City of Surprise has independent legal authority that would allow it to 

serve as the sole water service provider for this parcel. The Commission has a 

corresponding obligation to grant special deference to the City and its citizen-endorsed 

GPA growth plan. For the reasons which follow, the City submits that the Commission 

should deny West End’s Application to extend its CC&N. 

A. The Application filed by West End Water Company is Insufficient 

Staff traditionally requires a request for service letter to be submitted by any 

public service corporation before it will deem a CC&N extension application sufficient. 

(See, e.g., Ex. A-9 at 78; Sept. Tr. 171 :17-22 (Staff testimony that it traditionally will 

“require” a public service corporation to have a request for service letter to deem the 

application sufficient).) Having a current, up-to-date request for service is important 
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I 
I 

West End and Walden Ranch have not executed a line extension agreement. 
I (May Tr. 148:2-3.) 

because it demonstrates that there is actual necessity for a CC&N to issue to a private 

water company. Absent such a request, the Commission has no guarantee that any 

I 11 

necessity exists for a private water company to provide service. There are two 

important reasons why the Commission must not issue a CC&N without a proper 

showing of necessity. 

First, should a CC&N issue under such conditions, there is risk that the CC&N 

will lie dormant, which obstructs regional planning and allows speculators (with little 

capital investment to reap windfall profits in condemnation proceedings (ultimately 

penalizing ratepayers). See, e.g., Sende Vista Wafer Co. v. Cify of Phoenix, 127 Ariz. 

42,617 P.2d 11 58 (Ct. App. 1980). 

Second, absent a request for service letter to a private water company, the 

Commission runs of interfering with a municipality’s constitutional authority to provide 

services. (See, infra, at Section III(B).) If a municipality is ready, able and willing to 

serve a parcel of property, that authority should not be challenged as an initial matter 

unless the Commission is presented with a valid request for service letter (and 

preferably even a prepared line extension agreement with the private company). Thus, 

the request for service letter acts as an important safeguard by establishing that the 

affected property owner has an express preference for service by the private water 

company. (See generally May Tr. 177:2-25 (noting that it is best to wait to issue a 

CC&N until there is a request for service and preparation of the necessary line 

extension agreement1.1~ 



Here, Staff appears to have dispensed with the request for service requirement 

based on testimony from the developer that he is happy to receive services from either 

provider, and because Walden Ranch will likely require water services within the next 

few years. (See Sept. Tr. 166:16-24 (Staff testimony that its recommendation is based 

on the understanding that “somebody needs to serve” Walden Ranch).) While Staff 

may have properly considered the risk of a dormant CC&N (and determined that this 

risk is minimal with respect to Walden Ranch), Staff has not adequately considered 

whether the Commission may be unconstitutionally interfering with a municipality’s right 

to serve if it grants a CC&N extension where the developer has only requested service 

from the municipality, and has made no such request to the private water provider. (Ex. 

COS-22; see Sept. Tr. 28:19-29:14, 37:3-10 (withdrawal of March 3,2005 request).) 

Should the Commission grant West End’s request to extend its CC&N, it will be 

interfering with the City’s constitutional right to provide service where the City is willing 

to serve Walden Ranch and Walden Ranch is happy to accept service from Surprise. 

(See, supra, at Section ll(B) (citing evidence showing that West End’s March 2005 

request for service, issued at a time when the developer was not aware that Surprise 

would provide water service to Walden Ranch, has been withdrawn and that Walden 

Ranch has since only requested service from Surprise).) 

For this reason, without a valid request for service to West End there is an 

insufficient showing of public necessity to grant West End’s application. The 

Commission should either deny the application outright as insufficient, or postpone any 

decision until the new owner of Walden Ranch informs the Commission that it has a 

preference regarding which entity should provide water service. (See generally May Tr. 
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186:lO-25 (noting the only reason for the extension request is to serve Walden Ranch 

and, if the current developer wants to move forward on water services, he could submit 

a letter requesting those services); Sept. Tr. 171:23-172:7 (Staff testimony that in her 

experience a developer has never before remained neutral on who should provide water 

services to its development when asked by the Commission); Sept. Tr. 157:5-7 (West 

End Expert, Mr. Ray Jones, explaining that it is “uncommon” for a developer to remain 

neutral on who provides water services); Sept. Tr. 89:l-14 (ALJ commenting that it is 

surprising that the developer would have no preference).) Issuing a CC&N without a 

request for service would create too great a risk that the ultimate owner will have no 

investment in the selection and/or the Commission will interfere with the City’s 

constitutional authority to provide service. (See generally Sept. Tr. 87:16-17 and 24-25 

(developer testimony suggesting that insufficient thought has been given to selection of 

a water service provider given that the developer stated he “would request water from 

my brother if I could and is “comfortable with any scenario that provides water to the 

project”) .) 

B. The City of Surprise Has Independent Constitutional Authority to 
Provide Water Service 

The Constitution expressly grants Surprise the right to provide water services 

both inside and outside its corporate limits. Const. art. II, 9 34 (“[Elach municipal 

corporation within the state of Arizona shall have the right to engage in industrial 

pursuits.”); Const. art. XIII, 5 5 (“Every municipal corporation within this state shall have 

the right to engage in any business or enterprise which may be engaged in by a person, 

firm, or corporation by virtue of a franchise from said municipal corporation.”); see City 

of Phoenix v. Kasun, 54 Ariz. 470, 474, 97 P.2d 210, 212 (1 939) (listing the “rules 
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governing municipal corporations,” which include “the right to furnish water . . . to 

customers without, as well as within, its corporate limits”). Were the Commission to 

interfere with this constitutionally protected right, it would be exceeding its 

constitutionally defined authority. See generally City of Phoenix v. Wright, 52 Ariz. 227, 

236-37, 80 P.2d 390, 393-94 (1 938) (holding that the Commission exceeded its 

authority when it attempted to regulate a municipality-owned water system operating 

outside of the municipality’s corporate limits). 

Because the City is not a public service corporation, the Commission has no 

statutory authority to issue it a CC&N or, for that matter, Constitutional authority to 

regulate a municipal provider’s activities. Const. art. XV, § 2 (“All corporations other 

than municipal engaged in furnishing [public utility services] shall be deemed public 

service corporations.”) (emphasis added). “[Nlo plainer language could have been used 

by the makers of the Constitution to state that the constitutional powers conferred upon 

the . . . Commission, in regard to the government and regulation of public utilities, were 

not intended to, and did not, include those owned and operated by municipal 

corporations of any character.” Menderson v. City of Phoenix, 51 Ariz. 280, 283, 76 

P.2d 321, 322 (1938). ‘‘[qhe Constitution not only does not expressly authorize the . . . 

Commission to regulate municipal corporations . . . , by necessary implication, [it] 

forbids such regulation.” Id. 

It is also beyond dispute that the Commission could not, without consent from the 

City of Surprise, grant a public service corporation a CC&N or CC&N extension to 

operate within the City’s corporate limits. See generally A.R.S. 3 40-282(B) (“Every 

applicant for a [CC&N] shall submit to the commission evidence . . . to show that the 
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applicant has received the required consent . . . of the proper county, city and county, 

municipal or other public authority.”); May Tr. 304:18-24. Indeed, Commission Staff 

acknowledges this limitation on the Commission’s authority each time a CC&N 

application lacking the prerequisite consent is deemed insufficient. (See, e.g., Ex. A-9 

at 110 (finding West End’s initial application insufficient because it lacked the necessary 

franchise agreement); see also Exs. A-5 and A-1 2 (showing West End’s application was 

only deemed sufficient after it secured the necessary county franchise).) Consequently, 

if the requested extension area in this matter were within Surprise’s corporate limits, the 

Commission would be legally prohibited from granting West End’s application without 

the consent of the City of Surprise.‘ 

Walden Ranch, while within the Surprise GPA and less than two miles from the 

City’s boundary, is not yet within Surprise’s corporate limits. This pre-annexation status 

raises the following question: When considering West End’s application, what special 

deference must the Commission give to the City’s request to serve this property and the 

property owner’s willingness to receive such service from the City? 

Indeed, were Walden Ranch within Surprise’s corporate limits, the Commission 
could not even issue an order preliminary pursuant to A.R.S. 5 40-282(D) because that 
statute limits the Commission’s authority when issuing such orders to situations where 
the public service corporation “contemplates securing” the required municipality 
consent. Here, West End cannot contemplate securing such consent given, among 
other things, that it would directly conflict with the Surprise General Plan and that 
Surprise has intervened in this matter and opposed the requested extension application. 
Order preliminaries are reserved for those situations where there is no doubt that the 
public service corporation can and will obtain the necessary municipal consent. See, 
e.g., Arizona Public Sew. Co. v. Southern Union Gas Co., 76 Ariz. 373, 378-79, 265 
P.2d 435, 439 (1 954) (Commission granted an order preliminary because the applicant 
provided proof that it would secure the necessary city franchise and noting that the 
applicant did subsequently obtain the franchise). 
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The Commission cannot treat the City’s announced intention to serve the 

property as it would treat a competing public service corporation’s CC&N application. 

See generally City of Phoenix v. Wright, 52 Ariz. 277, 80 P.2d 390 (holding that 

Constitution forbids Commission regulation of municipal corporations whether operating 

inside or outside of their corporation limits); cf. James P. Paul Water Company v. 

Arizona Corporation Comm’n, 137 Ariz. 426,431, 671 P.2d 404, 409 (1 983) (holding 

that the Commission cannot even use the legal standard for assessing two competing 

public service corporation’s CC&N applications which “treat[s] cost as determinative of 

the public interest” when comparing an already certificated public service corporation 

with another that desires to acquire that certificate, but must, instead, “respect [the 

existing CC&N holder’s] expectation . . . of an opportunity to provide service as needed” 

and not transfer the CC&N without a showing that the existing holder is “unable or 

unwilling to provide service at reasonable  rate^").^ 

No Arizona court has articulated what special deference the Commission must 

use when assessing whether to authorize a public service corporation to provide service 

in an area also targeted to be served by a municipality. There is, however, considerable 

case law articulating the special deference courts must give in analogous situations. 

For example, in Uni-Bell PVC Pipe Ass’n v. City of Phoenix, No. CV-04-0099- 

PHX-DGC, 2005 U.S. Dist. LEXIS 30286 (D. Ariz. Nov. 28, 2005), a municipal 

ordinance prohibiting the use of PVC in sewer pipes was challenged. Judge Campbell 

Staff appears to have approached Surprise’s intervention as if it were reviewing 
two competing public service applications. Surprise had no obligation to submit a 
competing application to serve to the Commission because the Commission has no 
authority to judge the City’s competence or authority to serve. (See May Tr. 309:24- 
31 1 :12; May Tr. 326:12-327:6; May Tr. 328:7-3295) 
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noted that the “Arizona Supreme Court has stated that ‘there is an area of discretion 

lodged in city officials in carrying out transactions for the benefit of the city and its 

inhabitants. In the absence of fraud or bad faith, the validity of their actions will not be 

entertained by the courts.”’ Id. at 5 (quoting Sulfur Springs Valley Elec. Coop., lnc. v. 

City of Tombstone, 99 Ariz. 1 10, 407 P.2d 76, 78 (1 965); see City of Glendale v. White, 

67 Ariz. 231, 194 P.2d 435,439 (1 948) (holding that a court will not overturn the 

judgment of a city council unless the council’s discretion was “unquestionably abused”); 

see also Edwards v. State Bd. of Barber Examiners, 72 Ark. 108, 231 P.2d 450, 451 

(1951) (holding that when reviewing the actions of a state agency, “courts will acquiesce 

in the legislative determination in all matters of fact unless it is clearly erroneous, 

arbitrary and wholly unwarranted”). The court explained that such deference was 

appropriate when “reviewing general city policy decisions” because “cities are both 

authorized to make such general determinations and more qualified to do so than 

courts.” Uni-Bell PVC Association, 2005 U.S. LEXIS 30286 at *7. 

Indeed, in a dispute between the City of Scottsdale and an association 

representing several developers, both the Arizona Supreme Court and the Arizona 

Court of Appeals expressly recognized that a “municipality has the personnel and 

expertise to consider matters concerning acquisition of water supplies and its effect on 

current and future residents.” Home Builders Ass’n of Cent. Arizona v. City of 

Scottsdale, 179 Ariz. 5 ,  11 875 P.2d 1310, 1316 (Ct. App. 1994); see Homebuilders 

Ass’n of Cent. Arizona v. City of Scottsdale, 187 Ariz. 479,482-83, 930 P.2d 993, 996- 

97 (1 997) (affirming Court of Appeals and noting that “the wisdom of Scottsdale’s choice 

of methods of meeting its water needs is a legislative, not a judicial, question”). While 



this case involved a challenge to a city’s assessment of development fees (which are by 

statute subject to rational basis review), the rational for deferring to city’s water resource 

planning applies with full force to the provider selection question presented to the 

Commission in this case. 

The Commission must give special deference to Surprise by avoiding any actions 

that would interfere with Surprise’s constitutional authority to provide water service. 

Here, granting West End’s application would directly interfere with Surprise’s pre- 

existing General Plan, which provides that Surprise will provide services to the 

requested area in anticipation of its annexation into the City. Further, there is no 

compelling reason for the Commission to disregard Surprise’s General Plan given that 

the property owner at issue is ready and willing to accept service from Surprise - indeed 

it has even formally requested such service. In the face of such a direct conflict, the 

Commission should deny West End’s application. Cf. City of Tucson v. Sims, 39 Ariz. 

168, 174, 4 P.2d 673, 675 (1931) (“In the management and operation of its electric plant 

a city . . . may conduct it in the manner which promises the greatest benefit to the city . . 
. it is not within the province of the court to interfere with the reasonable discretion of the 

[city] council in such matters.”). Alternatively, the Commission should suspend the 

extension Application and give the developer time to make an informed decision 

regarding which water provider will best serve his planned development based on all 

relevant criteria including cost, timing, water flow and storage, effluent reuse, long-run 

cost to rate-payers, efficiencies, and public health and safety. 
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C. The Public Interest Favors Water Service Delivered by the City of 
Surprise 

Were the Commission weighing two competing CC&N applications, it would 

judge the public interest “by comparing the capabilities and qualifications of [the public 

service corporations] vying for the exclusive right to provide the relevant service. The 

amounts of time and money competitors must spend (at the consumers’ ultimate 

expense) to provide service become primary determinants of the public interest.” 

James P. Paul Water Company, 137 Ariz. at 430,671 P.2d at 408. Even under this 

general standard applicable to two competing public service corporations, the public 

interest favors denial of West End’s application in this case. Not only is there no 

evidence of a public need at this time for water services from a private company, even if 

there were such a need, the City of Surprise is the more capable and qualified provider. 

1. Granting the Application Would Directly Conflict with 
Surprise’s General Plan 

Any expansion by West End into new service territory in the City of Surprise GPA 

directly conflicts with the Surprise General Plan, which requires that the City provide “all 

future water service in areas [within the GPA] that are not currently covered by an 

existing water franchise.” (Ex. COS-1 0 at p.124.) This condition exists in the General 

Plan for good reason. At the time Surprise adopted its General Plan (and still today), 

twelve different entities provided water services within the Surprise GPA. (See Ex. 

COS-I 7.) Three important long-term growth goals were advanced by the City of 

Surprise when it mandated a halt to the growth of new or existing private water 

companies. 
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a) Promote Development of One Primary Water Services 
Provider 

First, as the Arizona Supreme Court recognized in Citizens Utilities Water 

Company v. Superior Court, 108 Ariz. 296, 299-300,497 P.2d 55, 58-59 (1 972), there is 

a “very powerful” argument that it is “desirable that the city have a ‘metropolitan 

concept’ of the supply and control of water; particularly, as the source of supply within 

the metropolitan area is not unlimited.” (See also May Tr. 27514-22 (testimony by Staff 

that municipalities desire that their residents receive service from one integrated water 

provider because “its easier to manage and then for long-term planning [the City] can 

handle all kinds of situation, emergency situation or other situation there”); May Tr. 

210:13-20 (“. . . [Tlhe City’s comprehensive, long-range plan . . . is in the best long-term 

interests of all residents.”); Sept. Tr. 78:22-79:l (testimony by developer that it is 

“important to the success of [Walden Ranch] that a regional infrastructure is in place: 

roads, water service, electricity, sewer service”).) 

To that end, the General Plan limits expansion of private water providers within 

Surprise’s GPA in favor of Surprise providing those water services to its current and 

future citizens. Only by promoting the development of one, primary water service 

provider, will Surprise ensure that its anticipated growth into the GPA will “not negatively 

impact the supply and quality of the city’s water resources.” (Ex. COS-10 at p. 123.) 

Centralization and consolidation of new water services as they become needed with 

one primary provider ensures not only uniform pricing and services throughout the City, 

but also better planning for and response to routine and emergency situations. (See Ex. 

COS-16 at p. 6-7 (describing advantages of one integrated system over multiple, 

smaller systems).) 
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b) Municipal Ownership Is in the Public’s Long-Term 
Interest 

The Arizona Supreme Court has also recognized the “very powerful” argument 

that “it is desirable [for the city] to have control of construction and expense, of utility 

facilities in the areas of potential growth.” Citizens Utilities Water Co., 108 Ariz. at 300, 

497 P.2d at 59. Indeed, it is for this very reason that almost every major Arizona 

municipality operates its own water services department, and frequently extends service 

into areas outside the city limits that it anticipates will be annexed into the city. See 

generally id. (approving city condemnation of water services outside present city limits). 

Municipal ownership provides a myriad of advantages to private ownership, not 

the least of which is that municipal providers do not operate for profit. (See May Tr. 

21 0:21-211:7.) Instead of focusing on shareholder value, municipal providers focus on 

providing “quality of life and quality services and maintain[ing] health standards . . . .” 

(Id.) Because they are not concerned with “paying dividends” to stockholders, 

municipalities “almost always” provide higher water quality standards than private water 

companies. (May Tr. 21 1 :8-21; see also Ex. COS-16 at p. 6-7, and 8 (discussing 

advantages of municipality ownership).) 

In this case, there is yet another advantage in the requested area being serviced 

by the City. This advantage relates to how the Walden Ranch developer would be 

reimbursed for funds expended on infrastructure? West End would reimburse the 

developer over a period of time, typically ten years, by providing a percentage of 

As explained supra at p. 4, whether West End or Surprise provides services, 
the developer will initially fund and construct the necessary infrastructure. For this 
reason, it is the developer, not West End or Surprise, who will determine the speed by 
which service is provided to Walden Ranch. 
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revenues collected from ratepayers. (See Ex. S-1 at p.1-2; May Tr. 147:19-148:16.) 

The City would not reimburse the developer with money collected over time from 

ratepayers. (May Tr. 148:22-149:8.) Instead, development impact fees would be used. 

(May Tr. 199:16-25.) This is beneficial to ratepayers, as the development costs would 

never become part of the rate base and, consequently, would not be spread across the 

entire service area. (ld.; May Tr. 21 0:9-13.) Instead, development costs would be paid 

by those individuals who voluntarily chose to buy a home in the requested area. (Id.) 

Supporting the City of Surprise General Plan Is in the 
Long-Term Public Interest 

The Surprise General Plan is a “document of community values . . . that talks 

c)  

about the orderly growth and management of the community . . .[It is] adopted or 

amended once a year, and is the guiding document for how growth will take place within 

[Surprise’s] planning area.” (May Tr. 758-1 6.) Before enacting the General Plan, 

Surprise followed the development and adoption procedures mandated by Arizona’s 

Growing Smarter legislation, A.R.S. 55 9-461, et seq. This legislation, created through 

a partnership among the Arizona legislature, interested citizens, and the Governor, is a 

product of the democratic process that warrants special deference. To undermine the 

goals and results of this democratic process would be contrary to the public interest. 

(See generally May Tr. 328:7-17 (noting that it is “always good and “prudent” for 

municipalities to plan for water and wastewater services).) 

The Growing Smarter legislation impresses upon municipalities the importance of 

actively involving citizens in the development and adoption of municipal growth 

management plans. See A.R.S. 5 9-461.06. Municipalities must “[dlevelop and 

maintain a general plan” which is a “municipal statement of land development policies . . 
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. set[ting] forth objectives, principles and standards for local growth and redevelopment.” 

A.R.S. 5 9-461.01 and 5 9-461. The Surprise General Plan must include a water 

resource element which, among other things, addresses the demand for water that will 

result from the future growth projected in the general plan, summarizes existing uses, 

and analyzes how water demand created by future growth will be met. See A.R.S. 5 9- 

461.05(D)(1) and (5)(a)-(c). 

Surprise ensured “effective, early and continuous public participation in the 

development . . . of [the General Plan] from all geographic, ethnic and economic areas 

of the municipality” by using a myriad of procedures designed to obtain maximum public 

involvement. A.R.S. 5 9-461.06(C)( 1). These procedures included, among other 

things, at least two highly-advertised public hearings. A.R.S. $9-461.06(E); see also 

A.R.S. 5 9-461.06(C) (providing for submission of written comments, public hearings, 

open discussion, communications programs and information services). Surprise was 

also required to submit the proposed General Plan for review and recommendations to, 

among others, the Maricopa County’s planning agency. See A.R.S. 5 9-461.06(D). 

Thus, Surprise residents, as well as citizens living within the proposed Surprise planning 

area, were provided numerous opportunities to voice their opinions and provide input to 

the General Plan. (See May Tr. 2231 9-226:l.) 

In 2000, the General Plan was adopted by the Surprise City Council. (May Tr. 

16:20-22.) Subsequently, the General Plan was approved by a majority of qualified 

Surprise voters. (Id.; see Ex. COS-10.) Since then, it has been amended about once a 

year. (May Tr. 7514-16.) 
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The General Plan represents a sound balance of local concerns and statewide 

priorities that promotes the public interest of citizens residing in the Surprise GPA. It is 

not in the public interest for the Commission to disregard the substantial State and local 

effort and resources devoted to developing the General Plan by approving an 

application that directly contradicts an important, mandatory provision included in the 

General Plan. 

2. Surprise Can Provide Better, More Cost Effective Service in 
the Same Time Frame as West End 

Comparing Surprise and West End’s capabilities to provide services, establishes 

that Surprise is a more fit and proper entity for servicing the requested area. While both 

Surprise and West End can provide water services within the same time frame, the level 

of experience and service that Surprise offers exceeds that offered by West End. 

First, as explained above in Section III(B)(l)(b), unlike West End, Surprise is a 

municipal corporation. Consequently, because it provides services without any 

pressure to earn a return on the investment for shareholders, Surprise can require 

higher water quality and system standards. (See, e.g., Ex. COS-1 0 at p. 123-24 

(describing minimum standards for Surprise system); see generally May Tr. 21 1 :8-21.) 

For example, Surprise’s General Plan prohibits it from operating a system, like West 

End’s present system, which fails to provide adequate fire flow, experiences significant 

water loss, and lacks back-up capabilities. (Compare Ex. COS-1 0 at p. 123-24 with 

May Tr. 256:8-25; 270:20-271:8, and 268:3-8.) Such higher standards are in the public 

interest. Similarly, as a municipal provider, Surprise’s mechanism for reimbursing the 

developer creates a benefit to the public because it ensures that the costs of 

development are born immediately by those individuals who purchase a home in the 
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requested area, not all existing and future ratepayers. (See, supra, at 

Section I I I(B)( 1 )( b).) 

Second, only Surprise can build an integrated water and sewer system. (See, 

e.g., Ex. COS-16 at p. 4-7; see also May Tr. 214:2-17 (explaining why it is in the public 

interest for Surprise to be the sewer provider for the entire GPA).) Integrated water and 

sewer systems are highly beneficial to the public. (See May Tr. 21 1 :22-213:22; May Tr. 

274:15-27513 (Staff testimony that integrated systems are “better to manage . . . from 

the environmental issue, to look for . . . financing and . . . to properly us[e] resources”); 

see also May Tr. 103:23-104:6 (describing additional benefits of integrated systems); 

Sept. Tr. 78:22-79: 1 (developer testimony that regional infrastructure, including regional 

water and sewer services are important to the success of a development).) Indeed, 

Staff and the Commission previously found the ability to provide an integrated system 

determinative when assessing competing public service corporation CC&N applications. 

See, e.g., Commission Decision No. 68453 in Docket Nos. W-04264A-04-0438 and 

SW-04265A-04-0439 (the “Woodruff Matter”) attached hereto as Exhibit 1 (adopting 

Staffs recommendation to award the CC&N to the integrated provider because “[tlhe 

benefits of developing and operating integrated water and wastewater utilities . . . 

outweigh the economies imputed to [the non-integrated provider’s] larger scale”); see 

generally Citizens Utilities Water Co., 108 Ariz. at 300, 497 Ariz. at 59 (“It is desirable to 

‘beef up’ the fire protection by having an integrated water system throughout the area.”). 

Third, Surprise, unlike West End, is highly experienced with rapid customer 

growth. (Ex. COS-1 3; May Tr. 191 :20-192:23; see also May Tr. 193:7-194:lO (noting 

smaller water companies, like West End, lack the same resources, staffing, and 
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experiences with rapid growth as Surprise and, consequently, may not be able to 

adequately handle rapid customer growth).) Surprise already has significant staff and 

other support systems in place to handle thousands of new ratepayers. (See, e.g., Ex. 

COS-I 2 (documenting Surprise’s staffing and services); May Tr. 193:7-21 (discussing 

how Surprise’s prior rapid growth experiences will help when serving Walden Ranch); 

May Tr. 241 :I 2-243:19 (discussing Surprise’s experience managing sizable sewer staff, 

and how this will aid Surprise should it decide to assume direct management of its water 

services, instead of continuing to use a water services subcontractor).) 

IV. CONCLUSION 

There are numerous independent reasons why the Commission should deny 

West End’s application to extend its CC&N. First, the Commission should grant special 

deference to the City’s General Plan, which directs the City of Surprise to supply water 

to the requested extension area. To approve this application, which directly contradicts 

the General Plan, would be contrary to the public interest and would interfere with 

Surprise’s constitutional authority to provide water services. Second, without a request 

for service from the developer of Walden Ranch, and in light of testimony from that 

developer that he is just as happy accepting service from the City, there is insufficient 

evidence of a current public necessity for water services provided by West End. Third, 

and finally, the City of Surprise has the superior technical, financial and administrative 

competence to serve the requested area. 
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Dated this 1'' day of November, 2006. 

OSBORN MALEDON, P.A. 
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On November 4, 2004, by Procedural Order, AWC was granted intervention, the above- 

iptioned matters consolidated for purposes of hearing, and a pie-hearing conference scheduled for 

DOCKETNO. W-04264A-04-0438 et al. 
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BY THE COMMISSION: 

On June 10, 2004, Woodruff Water Company, Inc. (“WWC”) and Woodruff Utility 

Company, Inc. (“WUC”), each filed an application for a Certificate of Convenience and Necessity 

[(‘Certificate”) with the Arizona Corporation Commission (“Commission”) to provide public watei 

and public wastewater utility service, respectively, to various parts of Pinal County, Arizona. 

On June 30, 2004, the Commission’s Utilities Division (“Staff“’) issued a notice of 

nsficiency which indicated that WWC’s and WUCS’s applications had not met the sufficiency 

equirernents of A.A.C. R14-2-411(C), and A.A.C. R14-2-610(C). 

On October 7,2004, Staff issued a letter of administrative completenessto WWC and WUC. 

On October 14,2004, by Procedural Order, a hearing was set in this matter. 

On October 19,2004, Arizona Water Company (“AWC”) filed an application to extend the 

krtificates of its Casa Grande system to include a large parcel being developed by Pulte Home 

:orporation (“Pulte”) and its Coolidge system which includes the area for which WWC is seeking 2 

krtificate to provide water service together with several adjacent parcels; an application to intervene 

1 the WWC proceeding in the above-captioned matter; and a Motion to Consolidate the proceedings 

ovember 18,2004. 
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On November 5,  2004, Staff filed a Motion to Extend due to the issues raised by the 

ompeting applications filed by WWC and AWC with respect to the provision of water service in the 

teas sought to be certificated herein. Staff requested that the procedural schedule established by the 

lommission’s October 14,2004, - -iinl Order in this nrncedino he vmwt,=rl nnrl th,= tima-&+ 

)r the above-captioned proceedings be extended to allow for the review and consideration of the 

3rnpeting applications in one hearing. 

On November 10,2004, AWC filed its Joinder in Staffs Motion to Extend. WWC and WUC 

led a response indicating that they did not object to a short delay. WWC and WUC also indicated 

at public notice had been provided as previously ordered. By Procedural Order, Staffs Motion to 
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Extend was granted until Staff issued a letter of administrative completeness to AWC at which time 

the time-frame was to be restarted. It was further ordered that the pre-hearing conference scheduled 

for November 18, 2004, go forward as previously scheduled as well as the hearing scheduled on 

November 30,2004, for public comment to be taken. 

On November 12,2004, Staff issued a notice to AWC that its application did not meet the 

sufficiencyrequirements of A.A.C. R14-2-411(C). 

On November 18,2004, a pre-hearing conference was convened with WWC, WUC, AWC 

and Staffpresent with counsel. 

On November 30, 2004, the hearing was convened before a duly authorized Administrative 

.aw Judge at its ofices in Phoenix, Arizona. WWC, WUC, AWC and Staff were present with 

ounsel and public comment was taken. 

On December 16,2004, Pulte, the developer of a large adjacent parcel to the area sought to be 

ertificated by WWC, filed a Motion to Intervene and requested expedited consideration of the 

There were Iy: T ncontested extension area which was included in AWC's application herein. 

bjections to Pulte's Motion to Intervene. 

On December 30, 2004, by Procedural Order, Pulte was granted intervention in the above- 

( iptioned proceeding. Its additional request was taken under advisement. 

On January 4,,2c?QS; AWC filed a Response to the Insufficiency Letter. 

On January 5,2005,'WWC and WUC filed a copy of their.Affidavit of Publication. 

On January 20,2005, Staff issued a notice of 

On January 24,2005, by Procedural Order, the proceeding was scheduled for hearing on Apt 

led a Motion to Reschedule Hearing because a key Staff Witnes 

would be unavailable to testifj, due to a scheduling conflict. 

January 31, 2005, Revised Procedural Order, the Commission rescheduled th 

the proceeding, AWC filed what was captioned as 'Motion fo 
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Procedural Order Concerning Prefiled Testimony” (“PF Motion”) which requested that a Procedural 

Order be issued directing the parties to prefile prepared direct and rebuttal testimony and exhibits. 

Subsequently, Staff filed a response objecting to AWC’s PF Motion. 

On February 1,2005, AWC, in support of the PF Motion, filed a reply to Staffs response. 

On February 2, 2005, WWC C filed their response supporting Staffs position and 

duly delayed if AWC’s PF Motion is granted. 

On February 7,2005, AWC filed its reply to WWC’s and WUC’s response. 

On February 8,2005, by Procedural Order, AWC’s PF Motion was denied. 

On April 18,2005, during a teleconference arranged by the parties, it was determined that 

because of the number of witnesses being called to testify by the parties that at least two to three days 

>f hearing time would be required and that the hearing should be continued to a more appropriate 

late. 

On April 19, 2005, by Procedural Order, the evidentiary hearing portion of the proceeding 

vas continued to commence on May 23,2005 and the timefiame rule suspended. 

On April 30, 2005, an additional day of hearing was held for the purpose of taking p 
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omment only. 

On May 23, 2005, the hearing was reconvened as ordered with WWC, WUC, AWC, Pulte 

dnd SbEpresent with for the taking of ewidace. 

paities agreed that additional time was needed for the evidentiary 

portion of the proceeding. It was agreed that the m 

an additional day of hearing scheduled, if necess 
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__ ,2005. 
On August 3,2005, the proceeding was reconvened pursuant to the Commission’s Procedural 

Order. The parties were present with counsel and upon completion of the presentation of evidence, 

the parties were ordered to file, by September 16,2005, Closing Briefs in lieu of closing arguments. 

Subsequently, the parties were granted leave telephonically to file their briefs on September 1 9,2005, 

6 and the matter was taken under advisement pending submission of a Recommended Opinion and 

7 Order to the Commission. 
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* * * * * * * * * * 

Having considered the entire record herein and being fully advised in the premises, the 

Commission finds, concludes, and orders that: 

“DINGS OF FACT 

1. WWC and WUC are Arizona corporations’ that were formed to provide public water 

and wastewater treatment service to a 3,200 acre parcel that is to be called Sandia and is to be 

developed by Pivotal Group (“Pivotal”) into a master-planned subdivision consisting of 

approximately 9,500 or more residential units along with commercial development, schools, parks 

and a golf course on land that has previously been used for agricultural purposes in an area located 

between Casa Grande and Coolidge, Pinal County, Arizona. 

2. Pursuant to authority granted by the Commission, AWC is an Arizona corporation 

which is engaged in the business of providing water service to approximately 80,000 customers in 

portions of Gila, Navajo, Cochise, Maricopa, Pima, Yavapai, Coconino and Pinal counties, Arizona. 

3. On June lo, 2004, wwc and WUC each filed an application for a Certificate to 

provic Public Water and PYbb wastewater treatment service. remectivelv. to what i s  to he tl 

ounty, whose legal description is set forth in Exhibit A, 

corpora d herein by reference. 

r 19,2004, AWC filed an application to extend its Casa Grande Certificate 

ent parcel consistingof approximately565 acres for which it has received 

W W C  and WUC are owned by Pivotal Sandia, L.L.C. which in turn is controlled by Pivotal Group X, 
which is in tun controlled by the F. Francis Najafi Family Trust. Mr. Francis Najafi is the sole director of both W W C  

I 28 11 md WUC. 

68453 
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20 

21 

22 

23 

24 

25 

26 

27 

I 28 

a request for service from Pulte that is to be developed into a subdivision known as Martin Rand 

where approximately 1,500 residential units will be built. AWC's application also includes ar 

extension of its Coolidge system for the Sandiaparcel and extensions to other surrounding parcels foi 

which it has not received requests for service, whose legal description is set forth in Exhibit B anc 

incorporated by reference. * 
WWC and WUC Amlications 

5. In support of their applications, WWC and WUC called the following witnesses: Mr. 

Francis Najafi, CEO of Pivotal Group; W. Carl Polen, Executive Vice-president of Pivotal Group 

md Vice-president of both WWC and WUC; Ms. Lisa Farrington, CEO of W Farrington Engineers, 

nc.; Mr. Troy Bontrager, a civil engineer with Wood/Patel and Associates; Mr. Steve Noel, a 

geologist and CEO of Southwest Ground Water Consultants; and Mr. Ronald L. Kozoman, a CPA. 

6. Pursuant to the Commission's Procedural WWC and WUC filed certification 

hat public notice had been given of the proceeding and hearing thereon. 

7. Although there are no other municipal or public water or wastewater utilities within 

public water service to the west 

be certificated herein 

he area sought to be certificated by WWC and WUC, AWC 

close to the area %=de and to the east in Coo - n,,, 

nd WUC. 

rovide a mechanism to co 

6 DF.PlSlON A m  68453 
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master-planned community in Pinal County because of Pivotal's desire to expand its presence in & 
Phoenix area where its base of operations is 
.A&uwIIY.  --e ..--.- .-.. "I- .,a -r------ -- 

'ia will take approximately 20 year~ 

until total build out with approximately 25,000 to 30,000 people I:.-: ~ - . - *'le mea. He antichated 

:hat this development would ultimately be annexed by the City of Coolidge, Arizona3 which is 

ocatedjust to the east of the area sought to be certificated by WWC and WUC. 

- .  - _  - .  - - I  

12. Since Pivotal has not been directly involved in the operation of either a watei Or 

11 

12 

14 utility companies. 
f, 

l5 I 13. Pivotal has approximately $300 million available to make capital inhsions into WW E 

vastewater treatment facility in Arizona, Pivotal began to prepare for wwc's and WUc's OPmtionS 

ty having Mr. Polen join in their initial operations because he has previously worked with Rob in  

:ommunities ("Robson") for a number of years in the development and management of their pubflg 

nd WUC and to purchase equity positions over time as required for the expansion of the cornpanic%. 

fi. Na'afi indicated that the utilities would not incur debt in securin fundin from Pivotal. 
A?&&. L.&III-YU.M. -c LYY v -I-- ..w- U . A  u . - w Y I  Y W Y . U Y  w-u... g.--g-..-* a.--. 

. -  . 1.4. Pivotal made a "strategic decision" to start WWC and WUC' ta-provide water.'&d ' 

, - -- .. -Y --w .V V V U r y A W b U  UIe - L a '  
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27 

28 

16. While it appears that Pivotal has ample capital to invest in the operation of thd 

dlities, Mr. Najafi indicated that Pivotal is willing to post performance bonds to insure thd 

:ontinuation of service if the need ever arises for funding and Pivotal does not have ready fundi 

ivailable. 

17. Mr. Polen, Pivotal's Executive Vice-president, previously was employed by Robsod 

as its Chief Financial Officer. He also served on the Board of Directors of the Central Arizona Wate; 

Conservation District from approximately 1996 to 2000 overseeing the operations of the Centrak 

4rizona Project in formulating water policy for the State ofArizona. 

18. Mr. Polen testified that while he was at Robson he was heavily involved in thd 

nana ement of the various communities' inte ated water and sewer utilities such as Sun Lakes and 
IIUIIU&*uYLLC "1 u.1 .-I"- W " L l Y . . . U Y U Y Y  _..wgL"- ..-.-. -I -1.. -- -----I "--.- - ..I -\--I --- 
&ddl&rOOkthat were develQed in coniunction with the various master-Dlanned communities which 

tobson developed. 

19. Mr. Polen is responsible for the management of the Sandia project and he is Vice- 

'resident of both WWC and WUC, where he will be involved in the overall operations of the utilities. 

20. Mr. Polen testified that Pivotal approached the development of its utilities for Sandia 

s an integrated solution which could not be offered by AWC because it is only engaged in the 

irovision of water service. By approaching the development of WWC and WUC as an integrated 

elution to the reqlli-~.nllhf;~ *lGli%s for Sa;3ia, the provision of water service will be integrate 

Jith that of the wastewater treatment system and enable the utilities to develop a reuse program 

,rhich Mr. Polen termed "essential" and would be beneficial from a water conservation standpoint. 

21 Pivotal plans to reuse 100 percent of the effluent 

ly, on the golfcourses. 

g to Mr. Polen, the City of Coolidge 

rastewater treatment service, and will not be in a position to 

flows projected to develop at Sandia in the future due to limitations on Coolidge's pre 

treatment system, an aerated lagoon system. In fact, Coolidge supported WUC's efforts to get its 

own 208 permit in order to establish a separate wastewater treatment system for Sandia. 

8 
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Sandiawill begin in the last quarter of 2006 or sometime in 2007. 

24. Mr. Polen testified that in preparation for further development, WWC and WUC have 

secured franchises for the area sought to be certificated herein from the Pinal County Board d 

Supervisors. 

25. WUC has also received approval for the Central Arizona Association of Governments 

(“CMG) 208 permit in order to provide wastewater treatment service. Additionally, an application 

for an Aquifer Protection Permit (“APP”) has been filed with the Arizona Department of 

Environmental Quality (“ADEQ’). 

26. According to Mr. Polen, WWC has filed an initial request to establish a service area 

tight by converting an irrigation grandfathered right to what is known as a Type One Right which is a 

ion-imgation right permitting the use of water for non-irrigation purposes after the property owner 

ceases the use of water on farm crops. 

27. In order to secure its service area right, WWC is required to provide service for one 

rear and toward this end, WWC has been providing water service to the owners of the farm that sold 

heir land to Pivotal. The application for the service area right was filed on or about September 1, 

2004, and =cor& g to the rules of the Arizona Department of Water Resources (“ADWR”), Mr. 

Pnlm twnwtd ths the service area right would be established by September, 2005. 
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Water Supply (“CAWS”), which is issued by ADWR. 

31. Initially, WWC and WUC will contract with a grade four water and wastewater 

operator who will be their certified operator. However, as Sandia grows, WWC and WUC will hire 

their own employees who will be its certified operators. 

32. Mr. Polen indicated that WWC and WUC will comply with Staffs recommendations 

includug the use of Siaffs recommended rates and charges as set forth in the StaffReport and that 

the utilities will be operated in compliance with Arizona law. 

33. Based on Mr. Polen’s review of the economic models for WWC and WUC, he 

Delieves that by their third year of operations, the utilities will be earning a profit and be viable in part 

mause of the large scale of the Sandiaproject. 

34. 

35. 

WWC and WUC have no current plans to serve any areas outside of Sandia. 

WWC has no plans to seek a Central Arizona Project (“CAP”) allocation because its 

nanagement believes that it will have adequate water for Sandia from the new wells which will be 

leveloped. 

36. Mr. Polen acknowledged that while WUC will op s wastewater sy 

Sandia, a Coolidge wastewater treatment collection line will 

Val Vista Road throueh Sandia in order to connect Coolidne’s wastewater treatment system to Pulte’s - 
. .. , dartin Ranch subdivisionwhich is adjamxii iij and west of Sandia. 

i n  
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39. C will hitially be able to treat up to 250,000 gallons of wastewater a day 

expansion planned eventually to treat up to three million gallons of wastewater a day when the at i re  

service area requires wastewater treatment. 

40. While there is evidence that the City of Coolidge will be developing a wastewata 

treatment facility that could perhaps provide treatment for some of Sandia’s wastewater, the best 

evidence in the re ord is the letter from the City of Coolidge which states that it does not plan to 

1 serve the Sandia subdivision. This fact is further borne out by amended CAAG 208 plan of Coolidge. 
I 
1 .AI additional problem appears to be the fact that Coolidge’s treated effluent would not achieve A 

plus quality until some time after 2007 or 2008. 

41. Delays would also develop with Coolidge’s 208 plan since, from an engineering stand 

point, the plan does not provide for a way to get treated effluent to the Sandia subdivision and would 

require that a new 208 plan be approved. 

Troy Bontrager worked as the lead engineer to design the water facilities and 

to serve Sandia. He described that, at build-out, \KsJC would have six ground 

water wells whose water would be pumped to a centralized treatment system and then stored in two 

2.5 million gallon storage tanks. The water would then be ~ u m ~ e d  into transmission mains which 

would be looped so that ’* 

sl 

*P ild he “nrleniinte rdiinrlnncv” tn  me mietnmm in the ent e 

abdivision. * .** . 
43. --- However, ..-.-a, - h the . y Y  YYUILl initial @ k g  gfgg&j&@@ w& 6- &y QB~& ~ f w  
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million. 

47. Mi-. Bontrager disagreed with AWC’s proposal to serve the first phase of 500 homes to 

be constructed in Sandia with only a single main extending over 18,000 feet f?om AWC’s Coolidge 

system to the first phase construction site. 

48. Mi-. Steve Noel, a geologist, developed Sandia’s PAD for ADWR and based on Mr. 

demand of 8,159 acre feet of %r-- i$ -  -LA.. i x n x t n  

of water per minute at b u i l d 4  

49. Mr. Ran Kozoman, a CPA., testified on behalf of WWC 

~rowsed rates and charges and for the proposed plant values 

)n data provided by Ms. Farrington and Mr. Bontrager. 

50. After reviewing Staffs recommended rates and 

Mr. Kozoman indicated that he found Staff‘s recomm 

.tilities if they are awarded Certificates to provide both water and wastewater treatment becar6se 

l ta f fs  proposed rates produced similar revenue levels to those proposed by WWC and WUC. 

Based on Staffs recommended rates and charges, an average mo 51. 

e recommended rates are approximately $18 

customer bill on 

the time of heaxing based on the fact that it is his 
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as billing, operations and maintenance expense result 
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if WWC is not approved as the water provider to Sandia. 

AWC ADDlication 

55. 6n support its application, AWC called the following witnesses: Mr. William M 

Garfield, President; Mr. Michael Whitehead, Vice-president of Engineering; and Mr. Ralph Kennedy: 

Vice-president and Treasurer. 

56. On February 17, 2005, pursuant to the Commission’s Procedural Order, AWC 

provided notice of the application and hearing thereon. 

57. AWC has been in the water business for 50 years and has 115 wells in Arizona 

xoducing in excess of 55,000 gallons of water per minute or approximately 80 million gallons of 

water per day. AWC has approximately $225 million worth of plant in service with another $10 

nillion worth of constructionwork in progress. 

58. AWC is growing by approximately 3,700 customers per year with approximately 500 

:ustomers added per year in 

59. AWC has pl th its Casa -de and Coolidge systems which are 

ituated on both sides of Sandia as its master plan is developed for the Pinal Valley area. With 

1WC’s plans for the extension of its Casa Grande Certificate in order to provide public water service 

3 Martin Ranch, a d the possible extension of AWC’s Coolidge Ccrtsfic~~@ to,iwAude Sandia, AW( 

.asrenewed its nln to provide for the eventual interconnection of the two systems. Mr. Garfield 

one large utility rather 

1 DECISION NO. 
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62. Mi-. Garfield described AWC’s water resources available for its Casa Grande service 

by m e w  of a of 62,000 acre-feet of ground water per year for the next 100 years and an 

additional 8,884 acrer--* of CAP water allotment. With respect to AWC’s Coolidge service area, 

AWC has a PAD of 1 3 3  10 acre-feet of ground water and a CAP allotment of 2,000 acre-feet. 

63. AWC employs in excess of 100 certified o@mto~s to ooerate its various 

systems throughout the State of Arizona, and the majority of these operat& Work in 

lot based at the Phoenix office. AWC has its own in house engineering and drafting departments 

hat are available to its systems as needed, and its own accounting and billing departments in order to 

iervice its various utility systems throughout Arizona. 

64. In support of AWC’s application, Mr. Gdield te ed that AWC has been 

vith the United States Environmental Protection Agency (“EPA”) id 
emonstration arsenic treatment plants which have been operating sin& 

escribed that while WWC’3 bxperts discussed treatment for arsenic by utilizing an activated alumid 

ys- AWC has been hv-stigating an ion based media, another technology called ion exchange, 

nd a third more cost effective method, coagulatiodbltration which can be used for larger systems. 

65. Mr. Garfield also pointed out that although reverse osmosis could also be used to treai 

Kcess arsenic found in ground water it creates problems because it produces almost 20 percertf 

rastewater which mspl wastewater providers do not want discharged into their systems because df 
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such as ADWR, ADEQ, the Residential Utility Consumer Office and representatives of water 

companies and citizens groups to develop policies and to address issues that concern water utilities id 

Anzona. 

69. Subsequently, on June 29, 2001, the WTF filed a memorandum to the Commissiod 

which included among other things a plan for the Commission to adopt which would promote the 

elimination of numerous non-viable water systems. This proposal, which was never formally adopted 

by the Commission, set forth a methodologyrecommended by Staff describing how an applicant for a 

new Certificate to provide water service must demonstrate that existing water utilities have refhsed to 

mtend their territories if the applicant were to be considered for a new Certificate to provide watef 

service to the area which requested service. 

70. Mr. Garfield pointed out that a primary requirement under the terms of Staffs initial 

recommendations had been that the applicant wishing to provide new service present evidence in the 

als from existing water utilities before its application would be considered by the 

Certificate and that it was in the public interest for a new Certificate to be 

eld argued that since AWC is desirous of providing public water service to the 

k d i a  subdivision, it would not be in the public interest for a new Certificate to be issued to WWC 
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wastewater service in conjunction with AWC’s provision of water service such as in Casa Grande. 

75. In areas where there are unrelated wastewater providers, AWC provides informatior 

to wastewater providers and informs them when a customer begins to receive water service in ordei 

that the wastewater provider may begin to bill for its services. Depending on the need 

wastewater provider, AWC provides whatever infomation is required to wastewater provid 

as in the Robson community, Saddlebrook Ranch, where AWC provides water and a Robson 

subsidiary provides wastewater treatment. AWC also works with the wastewater provider to provide 

an integrated approach which meets the overall water needs of a master-planned community. 

76. Mr. Garfield believes AWC could perform a combined waterbastewater treatment 

billing to achieve an economy of scale and lower billing costs for WUC. In conjunction with this 

~ ~ 1 1 ’  , Mr. Garfield cited Decision No. 66998 (May 24, 2004) in which the Commission approved a 
I 

12 tariff at variance from A.A.C. R14-2-410(A)(2), and which permits Arizona-American Water I 
13 

14 

15 

Company (“AZAM”), the water provider to Bullhead City, to aid the city which provides the 

wastewater treatment, in the collection of delinquent wastewater bills by allowing AZAM to 

terminate water service to sewer customers who do not pay the city for their wastewater treatment 

C is readv. willing and ‘able to Drovide service to Martin 

18 

19 

20 

21 
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82. Mr. Whitehead, AWC’s vicepresident of engineering testified co 

aspects of AWC’s application and also described the progress that AWC 

appruxmateiy N sires wnere it is constructing arsenic treatment plants in order to meet the new 

federally mandated arsenic level of 10 parts per billion (“ppb”) by January 23,2006. 

83. To serve the Martin Ranch subdivision consisting of approximately 1,500 residential 

units and some commercial customers, AWC will connect its existing Casa Grande system to Marlin 

Ranch’s distribution system b eans of a three and one-half mile main extension at a cost df 

approximately $750,000 which will be funded by means of a main extension agreement with Mte. 

Pursuant to the terms of the agreement, Pulte will provide property and fund the drilling of a ne# 

well to serve additional customers. 

84. Martin Ranch will fall under the PAD of AWC’s Casa Grande system. AWC has bo& 

the financial ability and the operational ability to develop the water system required to serve Marta 

tion between AWC’s Coolidge and Casa 

ms will occur sometime in the next two years and as a result, AWC wishes to carefbl@ 

lan the location gf & various transmission mains. He explained that AWC is working towards th# 

n 

08433 
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irecently acquired a piece of property on Signal Peak where it intends to co 

imillion gallon storage tanks beginning in 2006 that will be used to provi 

Ithose areas. 

89. Upon completion of the construction of the initial five million gallon storage 

Signal Peak, AWC will "valve off' its 100,000 gallon st 

i ise since 1934. 

e tank because it is old and 

90. AWC has numerous plans for the development of its system 

'/alley area because of its present estimate of approximately an additional 50,000 residential units 

L heady planned for oonstruction in approximately 30 new developments that have approached AWC 

I br service. 

91. Because of Sandia's location between Casa Grande and Coolidge, Mr. Whiteheac 

* lelieves the project is essential to AWC in order to interconnect the two city systems in an efficiem 

WP- 

.92. AWC's initial service to Sandia fiom its Coolidge system can be achieved by an 

nterconnection with its Coolidge system at the Heartland subdivision which is approximately one 

d e  east of Sandia's border. AWC is willing to install a 16-inch but only charge Pivotal for a 

1 2-inch main and will pay the difference itself. 

DECISION NO, 
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arsenic &eC,tive January 23,2006. 

98. AWC’s choice for the option far excessive arsenic alone is by blending by 

smecting to existing water systems with low concentrations of arsenic. 

AWC favors using coagulatiodfiltration as a methodology for treating water with hi& 

DOCKETNO. W-04264A-04-0438 et al. 

subdivision with water service. 

95. If AWC is permitted to provide water service to Sandia, AWC will 

interconnect Sandia to Martin Ranch which is adjacent to the Pivotal project. 

96. Mi-. Whitehead believes that WWC’s consultant overestimated the capacity of six 

planned wells at 1,200 gallons of water per minute. AWC views the water production from its si? 

projected wells at a more realistic 750 gallons per minute because Mr. Whitehead insists that in ordd 

to have good water quality, you have to sacrifice some production by sealing off some of the aquifer. 

97. C’s wells for the Coolidge system are below the new minimum standard fdF 

TDS and arsenic content. 

100. 

Zoolidge to serve Coolidge and the new Sandia area, Mr. Whitehead pointed out that once the initid . 

Signal Peak 

significant. 

,@e issue of available water will not be 

ses from both Pi 
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Zommission approval. 

106. AWC’s vice-president and treasurer, Mr. Kennedy, described AWC as a closely held 

:orporation owned by approximately 50 inter-related family members. 

107. Over the 50 years that AWC has been in business, it has developed financial 

relationships with banks and insurance companies in order to carry on its business and has also issued 

bonds to interested investors. 

108. AWC is suggesting that financing for Sandia be made through refundable develope 

advances, with a more favorable method of rehding than the typical 10 percent 10 year refund 

discussed in the Commission’s rule at A.A.C. R14-2-406. AWC would instead utilize what it terms 

‘‘rapid Pay back aPPr0aCF’- This pay back provides for refunding all of the costs advanced by th6 

developer for back-bone infrastructure at t)la time the develnnment i s  fidlv hililt nut or within six 

months of that date. 

109. AWC believes that the developer should initially fund backbone 

believes that the risk of development should fall on the developer rather t3-m on rate 

110. AWC will enter into separate main extension agreements covering the cost of the 

distribution system which will be subject to the above-referenced 10-year, 10 percent refund 

described in the Commission’s rules. 

20 DECISION NO. 
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rmer member ofthe Commission’s WTF, recalled that although staff 
had recommended in Decision No. 62993 the Commission adopt certain policies with respect to the 

granting of new Certificates for water utilities, the Commission has not adopted any such 

formally in the form of a signed Order. 

erning the application of the Commission’s rule A.A.C. R14-2-406, as it relates 

ater provider should pay the costs of construoting backbone plant, 

ehind the Commission’s decision making is that a public 

eloper is taking in developing his property. 

116. Mr. Olea clarified Staff‘s recommendation in its report which requires AWC to file a 

ADWR PAD for the areas requested to be certificated by AWC, stating that the 

uld be in a form of “something fiom the Department that says there’s a 100 years 

to serve this development.” 

competing applic 

“there was going to be a Woodruff wastewater utility regardless,” . 

nd because of Staffs past experience with stand alone wastewater utility companies failing, Sw 

)elected an integrated hp 

C and AWC to provide water seryice 

choosing WWC as its recommend& water provider. 

cording to Mi. Olea, the WTF’s recommendation to the Commission was a p 

ireveqt and stop, .@om a . , public .. p.alicy prospectiye,. .%e sertification of water companies €or smaller- 

00 to 200 1 s and not the devel of larger water comp formed to provide 
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and WUC’s applications for Certificates in order to provide public water and wastewater treatmeni 

service, respectively, for the area described in Exhibit A. With respect to AWC’s application,, Staff is 

recommending approval of its application for an extension for only the area described in Exhibit C. 

h.1 the event that the Commission approves AWC’s application for an extension of its Certi 

provide water service to Sandia, Mr. Olea further recommended that the same conditions 

would apply to AWC’s extension of its Certificate for Martin Ranch would be applicable 

J f  Sandia also. 

121. The initial rates and charges for WWC’s and WUC’s public water and wastewater 

€allows : 

WWC Water Rates 

MONTHLY CUSTOMER CHARGE: 

3” Meter 

5/Sn x 314” Metem 

DECISION NO, 



6 

12 

13 

14 

15 

16 

DOCKET NO. W-04264A-04-0438 et al. 

25,001 and above gallons 3.74 

3.12 
3.74 

1 1/2” Meters 
0 to 42,000 allons 

2” Meters 
0 to 63,000 gallons 3.12 

3.74 

School/2’’ Meters 
0 to 63,000 gallons 3.12 

3” Meters 
0 to 120,000 gallons 3.12 

3.74 

42,001 and a 5 ove gallons 

63,OO 1 and above gallons 

63,001 and above gallons 3.74 

120,OO 1 and above gallons 

0 to 290,000 gallons 
290,001 and above gallon 
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General Irrig2tion 
Per 1,000 Gallons for general irrigation 

Effluent Sales - APricultural Inimtioa: 

Per Acre Foot (or 325,851 gallons) of 
treated effluent 
Per 1,000 Gallons of treated effluent 

SERVICE CHARGES 

e c m  & r v x e @ f h u t ,  After Remrlar Hours b e  

Deposit Interest (per annum) 
NSF Check Charge 
Late Payment Penalty (per month) 

&%~@&BEP k~ %g%hknal facilities 
eements revenue related taxes will be charged 

14 

15 

customers 
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$30Q.00 
0.92 

$300.00 
0.92 

$30.00 

35.99 

, 30.00 
35.00 
35.00 

25.00 
1 S O %  
1 SO% 

At cost 

At cost 

* 

La) 
** 

Collected only if customer is not also a water customer. 
Per Commission Rules R14-2-603@). 
Number of months off syab h e  monthly 

8 



the Commission’s Docket C 

date of this Decision, with the Commission’s Docket Control, as a 

compliance item, a copy of the ADEQ Certific f Approval to Construct 

(“CAC”); 

7: that the Commission order to file, within 365 

date of this Decision, with the Commission’s Docket Control, as i 

compliance item, a report on the arsenic levels of its production wells; 
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7 

8 

9 

10 

11 

12 

13 
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2. that the Commission approve Staffs proposed wastewater rates and 

arges; 

3. that the Commission order WUC to file, within 30 days of the effective 

date of this Decision, with the Commission’s Docket Control, as a 

compliance item, a tariff consistent with the rates and charges authorized 

date of this I ecision, with the Commission’s Docket Control, as a 

compliance item, a copy of the ADEQ Aquifer Protection Permit for the 

WUC wastewater treatment facility authorizing treatment and disposal 

capacity to 3 million gallons per day; 

5. that the Commission order WUC to file, not later than three m 

following the fifth anniversary of the effective date of this Decision, a rate 

its b€)k dbne €em€& in 
f Accounts for Wastewater 

. .  

. .  
. .  , . .  

. .  

. .  

. .  



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

I 

DOCKET NO. W-04264A-04-0438 et a1 

2. that the Commission order AWC to file, within tw 

date of this Decision, with the Commission’s Docket 

compliance item, a copy of an updated ADWR PAD for the Martin 

subdivision; 

3. that the Commission order AWC to file, within 365 days of the e 

date of this Decision, with the Commission’s Docket Control, as a 

compliance item, a copy of the main extension agreement associated with 

artin Ranch subdivision; and 

4. that the Commission c to file, within two years of the effective 

date of this Decision, with the Commission’s Docket Conk 

compliance item, a copy of the ADEQ CAC for 

storage facilities within the BWin Ranch s 

127. Staff also recommended that, in the event the Commission 

pplication to provide water service to Sandia, that the conditions set forth ab 

dartin Ranch be applied to Sandia with the exception that the water rates and charges charged in the 

Sandia extension area would be those of the Coolidge system. 

2ertificate should be 



DOCKETNO. W-04264A-04-0438 et 

quested that their properties be included iti 

4 
c 

10 

11 

12 

13 

, 14 

15 

16 

the CC&N extension that AWC seeks for its Coolidge system. 

. Pivotal has ample capital to invest in the operation of WWC and WLTC. 

4. Tht benefits of developing and operating integrated water and wastewata 

utilities in this instance outweigh the economies imputed to AWC's lzga 

scale. 

5.  The Sandia development will be large enough for economic viabili 

stand-alone system. 

0. With respect to AWC's application to provide water service to the Martin Ranch ar& 

oncur with Staffs recommendation for the Martin Ranch 

Report, and we also concur with Staffs recommendation that 

uested service should not be included in AWC's certificated  are^ e not 

'e *nn~fintinn fnr * rtificate to provide wastewater treatment 

a f f s  recommendations in this regard are proper and that the 

roved along with Staffs additional recommendations being 

opted and complied with by WUC. 

DECISION NO. 
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assurances fiom the companies that any taxes collected fiom ratepay- have been 

appropriate taxing authority. It has come to the Commission's att 

companies have been unwilling or unable to fulfill their obligati 

:ollected fiom ratepayers, some for as many as twenty years. It is reasonable, therefore, that as d 

sreventive measure AWC and WUC shall annually file, as part of witH 

be Utilities Division attesting that they current in paying their prop 

CONCLU&g&&$ mI&y 

1. On beginning operations, WWC WUC will be public service corporations within 

the meaning of Article X V  of the Arizona Constitution and A.R.S. $4 40-2dl and 40-282- 

2. AWC is a public service corporation within the 
r - -  - - -  - - - - -- - - - - - - - - - - - -. --.. - -- 

Exhibit C attached hereto and incorporated by reference.. 

public conv-enience and 

68453 
RECJSKlN NQ. 
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11.  C’S ation for a Certificate to provide water service to Sandia should bt 

Staffs recommendations and the Company’s compliance with the conditions se 

forth in Findings of Fact No. 122 or the Certificate authorized hereinafter should be null &d voi 

WUC’s application for a Certificate to provide wastewater treatment service to S 12. 

should be approved subject to Staffs recommendations and the Company’s compliance with thc 

the Certificate authorized hereinafter should be forth in Findings of Fact No. 124 

and charges authorized hexeinafter for WWC and WUC are just and 

for, an extension of its Certificate to pro 

Martin Ranch should be approved subject to Staffs recommendations and AWC’s co 

of Fact No. 126 or the extension authorized 

ance bond of $250,000 prior to 

reatment customer. 

IT Is THEREFORE ORD the application of WoodruffUtility Company, hc, for a 

DECISIONNO. 

. .  
.. . 

. .  

. .  

. .  

. .  
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Woodruff Utility Company, Inc.’s filing 

least 15 days before it first provides wastewater service to any customer, 

performance berrd ia & amount & M O O 0  to ens 

obligations arising under its Certificate. The performance bond shall be maintained and copies of 

Woodruff Utility 

same filed annually on the anniversary date of the initial filing until further order of the Commission 

or ten years have passed, whichever is sooner, at which time the bonding ement may be 

terminated upon Woodruff Utility Company, Inc. ’s application for same. 

IT IS FURTHER ORDERED that Woodruff Water Company, Inc. shall c 

with Findings of Fact No. 122 and Conclusion of Law No. 1 1. 

IT IS FURTHER ORDERED that Woodruff Utility Comuanv. Inc. 

respects with Findings of Fact No. 124 and Conclusion nf T SUI Nn 

IT IS FURTHER ORDERED that the Certificate of Convenience 

Woodruff Water Company, Inc. for the WeSc described in Exhibit A shall be deemed null Ad void if 

Woodruff Water Company, hc. does not timely comply with condition numbers three, four, six, 

seven anc eight or file copies of the required documentation as set forth in Findings of Fact No. 122 

above. 

IT IS FURTHER ORDERED that Woodruff Water Company, Inc. shall annually file, as part 



I 

I 
I U 
f .  

I 
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I 

3 

4 

5 

6 

7 

13 

I the areas more fully described in Exhibit A is hereby denied. 

IT IS FURTHER ORDERED that the application of Ar. Water Company for an 

extension of its Certificate of Convenience and Necessity for the mmtinn n f ~ ~ l l h * i ~  Wstkr utili* in 

b areas more fully described in Exhibit C is hereby approved. 

IT IS FURTHER ORDERED that Arizona Water Company shall charge those customers 8 
fully described in Exhibit C its existing rates and charges for its Casa Grande systeff 

sion No. 68302 until further Order of the Commission. 

IT IS FURTHER ORDERED that Arizona Water Company shall comply-with all respec& 

t Nos. 126 and Conclusion of Law No. 14 above. 

~ R ORDERED that if Arizona Water Company does not timely comply wilh 

onditions two, three and four or file copies of the required documentation as described in Findings 

of Fact No. 126 : r the area described in Exhibit C, the extension of its Certificate of Convenience 

andNc ’’ e operation of a public water utility in that area shall be deemed null and void. 

T IS FURTHER ORDERED that in recognition of ongoing drought conditions in 
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< 
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I 

19 

i 

I 

I 

i 

mually file as part of 
mud report, an affidavit with the Utilities Division attesting that the Company is 

its property taxes in Arizona. 

IT IS F U R W R  ORDERED \that this Decision shall become e 
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Ursula H. Gordwin 
Casa Grande Assistant City Attoiey 
5 10 E. Florence Blvd. 
Casa Grande, AZ 85222 

leffrey W. Crockett 
srmu & WILMER 
100 W. Van Buren 

Phoenix,AZ 85004 
Attorneys for Pulte Home Corporation . 

1200 West Washington Street 
Phoenix, Arizona 85007 

. Ernest Johnson, Director 
Utilities Division 
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following Itgal descri 
by WRG Design, lk., for the Sandia properties. This Iegal description is a compo 

qea ofboth propertks. , -5., .. * L 

A parcel of land located in Sections 13,14,23,24, 
East, of the Gila and Salt River Base and Meridian, 

southeast quarter of the northeast quarter, Section 14, to a point on the Bsst line of said 
Section 14; ThenceN 00'16'03" E 163 1.1 7 feet along said East line, to the northeast 
comer of said Section 14; Thence N 89"59'59" E 2624.14 fett along tbe North line of 

Thence S 74'19'38" E 104.2 
point; Thence S 62"20'53" E 82.6 

I 
I 



___- - ~- . - 
-c- aVb2. ,I  "3L.ULCI u-a v-&-1u CL aJ.6 

.. 

Area to be added to Casa Grande CC&N t 

The South half of the Southwest quarter of k t i m  23 and The West half &the West half of 
Section 25 and all of Section 26 of Township 5 South, Range 7 East of the Gila and Salt River 
Base and Meridian, Pinal County, Arizona 

I . .  

Area to be added to CoolidPe CC&N .. 
- 0  

Sections 13; 14 and Section 23, except the S a t 3 1  half of the Southwest thereof, .Qr?tim 
24 and Section 25, except the West half of the West half thereof in Township 5 South, Range 7 
East of the Gila pad Salt pivex Base and Meridian, Pinal County, Arizona; Together with: . .  



Thence S OO"06'43" W 37.10 feet, to the southwest comer of said Lot 2 and coincident 
with the northwest comer of Government Lot 5; Thence S 89'49'5'8" E 13 12.70 feet 
along the North line of Lot 5, to the northeast comer thereof; Thence S OO"O7'43" W 
13 17.49 feet along the East line of Lot 5 to the southeast comer thereof and coincident. 
dth the northwest comer of Government lot 7; Thence S 89'41 '56" E 1 158.92 feet along 
the North line of Lot 7, to an iron rod at the East quarter comer of Section 13; Thence S 
00'05 ' 12" E 2654.1 0 feet along the East line of Section 13, to the southeast comer 
thereof; Thence S 00' 05'12" E 441.54 feet along the East line of Section 24, to a point; 
Thence continuing along said 
comer of said Section 24; Thence continuing along said East line S 0 1020'5 1 " E 447.1 5 
feet, to a point; Thence continuing along said East line S 00'1 3 '24" W 2200.06 feet, to a 
half inch iron rod at the southeast comer of said Section 24; Thence N 89'3 7'03" W 
601.05 feet along the South line of said Section 24 and the North line of Section 25, to a 
point; Thence S 00'04'16" E 2644.39 to a point on the South line of the North half of 
Section 25; Thence 
S 89'38'34" E 609.06 feet, to the sonth comer of said North half, Section 25; Th 
S 00" 14'4 1" E 2644.19 feet along the East line of said South half, Section 25, to an 
aluminum cap monument marking the southeast comer thereof; Thence N 89'42'47'' 
5206.93 feet along the South line of said Section 25, to an aluminum cap in hand hole 
monumenting the South quarter comer of said Section 25; Thence continuing along said 
South line N 89'44'1 1" W 1324.50 feet to a point at the southwest comer of the East half 
of the southwest quarter of said Section 25; ThenceN OO"1 3'1 2" E 5303.1 6 feet along the 
West line of said East half of the southwest and northwest quarter, Section 25, to a point 
on the North line of said Section 25 and coincident & the South line of said Section 24; 

line S 01 '20'5 1 " E 2206.52 feet, to the East quarter 



North line, to the southwest comer of said Lot 5; Thence N 00*06'43" E 1314.42 feet 
along the West line of said Lot 5,  to the northwest comer thereof; Thence N 89'49'58" W 

southat quarter, Section 13; Thence 

of the Southside Canal Apedue Thence S 39O59'32" W 1532.07 ftetalong sdd 

S 39'58'10" W 1395-05 fet, to the beginning of a 559.16 fwt radius non-tangent 

499.62 feet through a central angle of 5 1" 1 1'42" and a long chord of which bears 
S 67223 1" W 483.17 feet to a point; Thence continuing along said northerly top of bank 
S 89'4330" W 496.20 feet, to the beginning of a 1 185.35 foot radius non-tangent curve 
to the left; Thence along said w e  and continuing along said northerly top of bank 



Commencing at a G.L.0brass cap monument at the North quarter comer of Section 13; 
Thence S 0.0°04'4 1 " W 3 1.14 feet along the West line of the northeast quarter said 
Section 13, to the Point of Beginning; Thence S 78'02'45" E 230.09 fee4 to a point; 

to the Point of Beginning. 
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